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Managements Discussion and Analysis 
 
As management of the City of St. Louis, we offer the readers of the City’s financial 
statements this narrative overview and analysis of the financial activities of the City of St. 
Louis for the fiscal year ended June 30, 2004.  We encourage readers of the information 
to consider the information presented here in conjunction with additional information that 
we have furnished in our letter of transmittal.  All amounts, unless otherwise indicated, 
are presented in whole dollars 
 
Financial Highlights 
 

• The assets of the City of St. Louis exceed its liabilities at the close of the most 
recent fiscal year by $24,574,582.  Of this amount $3,711,905 may be used to 
meet the City’s ongoing obligations to citizens and creditors. 

• The City’s total net assets increased by $37,111. 
• As of the close of the current fiscal year, the City’s governmental funds reported 

combined ending fund balances of $957,149.  Of this amount, $945,382 is 
available for spending at the City’s discretion. 

• At the end of the current fiscal year, unreserved fund balance for the General 
Fund was $447,865 or 28.5% of the total General Fund expenditures. 

• The City’s total debt decreased by $154,900. 
 
Overview of the Financial Statements 
 
This discussion and analysis are intended to serve as as an introduction to the City of St. 
Louis’s basic financial statements.  The City’s basic financial statements are comprised 
of three components: 1) government wide financial statements, 2) fund financial 
statements, and 3) notes to the financial statements.  This report also contains other 
supplementary information in addition to the basic financial statements. 
 
Government-wide financial statements.   The government-wide financial statements are 
designed to provide readers with a broad overview of the City of St. Louis finances, in a 
manner similar to a private-sector business. 
 
The statement of net assets presents information on all of the City’s assets and liabilities, 
with the difference between the two reported as net assets.  Over time, increases in net 
assets may serve as a useful indicator of whether the financial position of the City is 
improving or deteriorating. 
 
The statement of activities presents information showing how the City’s net assets 
changed during the most recent fiscal year.  All changes in net assets are reported as soon 
as the underlying event giving rise to the change occurs, regardless of the timing of 
related cash flows. Thus, revenues and expenses are reported in this statement for some 
items that will result in cash flows in future fiscal periods (e.g., uncollected taxes and 
earned but unused vacation leave). 
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Both of the government-wide financial statements distinguish functions of the City that 
are principally supported by taxes and intergovernmental revenues (governmental 
activities) from other functions that are intended to recover all or a significant portion of 
their costs through user fees and charges (business- type activities).  The governmental 
activities include general government, public safety, public works, community and 
economic development, recreation and culture.  The business-type activities of the City 
include operation of water and sewer systems and electric distribution system. 
 
The government-wide financial statements include not only the City of St. Louis itself, 
(known as the primary government), but also a legally separate downtown development 
authority for which the City of St. Louis is financially accountable.  Financial 
information for this component unit is reported separately from the financial information 
presented for the primary government itself.  The St. Louis Downtown Development 
Authority, although a separate legal entity, functions for all practical purposes as a 
department of the primary government. 
 
The government wide financial statements can be found on pages 18 and 19 of this 
report. 
 
Fund financial statements.  A fund is a grouping of related accounts that is used to 
maintain control over resources that have been segregated for specific activities or 
objectives.  The City of St. Louis, like other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related legal 
requirements.  All of the funds of the City of St. Louis can be divided into three 
categories: governmental funds, proprietary funds, and fiduciary funds. 
 
Governmental funds.  Governmental funds are used to account for essentially the same 
reported as governmental activities in the government-wide financial statements.  Unlike 
the government-wide financial statements; however, governmental fund financial 
statements focus on near term inflows and outflows of spendable resources, as well as 
balances of spendable resources available at the end of the fiscal year.  Such information 
may be useful in evaluating a government’s near term financing requirements. 
 
Because the focus of governmental funds is narrower than that of government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government–
wide financial statements.  By doing so, readers may better understand the long term 
impact of the government’s near term financing decisions.  Both the governmental fund 
balance sheet and the governmental fund statement of revenues, expenditures and 
changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 
 
The City of St. Louis maintains 12 individual governmental funds.  Information is 
reported separately in the governmental fund balance sheet and in the governmental fund 
statement of revenues, expenditures, and changes in fund balances for the General Fund, 
Major Street Fund and the Local Street Fund, all of which are considered to be major 
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funds.  Data from the other seven governmental funds are combined into a single, 
aggregated presentation.  Individual fund data for each of these non-major governmental 
funds is provided in the form of combining statements elsewhere in this report.  
 
The City of St. Louis adopts an annual appropriated budget for its General Fund and 
other major governmental funds.  A budgetary comparison statement has been provided 
to demonstrate compliance with these budgets. 
 
The basic governmental fund financial statements can be found on pages 20 through 23 
of this report. 
 
Proprietary Funds.  The City of St. Louis maintains two types of proprietary funds. 
Enterprise funds are used to report the same functions presented as business-type 
activities in the government-wide financial statements.  Internal service funds are an 
accounting device used to accumulate and allocate costs internally among the City’s 
various functions.   
 
Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail.  The City of St. Louis maintains five individual enterprise 
funds.  Information is reported separately in the proprietary fund statement of net assets 
and in the proprietary fund statement of revenue, expenses, and changes in fund net 
assets.  The Water & Sewer Fund and the Electric Fund, which are considered to be 
major funds, present individual fund information.  Data from the other three proprietary 
funds are combined into a single, aggregated presentation.  Individual fund data for each 
of these non-major proprietary funds is provided in the form of combining statements 
elsewhere in this report. 
 
The city uses an internal service fund to account for its fleet of vehicles.  Information is 
reported separately along with the proprietary fund statement of net assets and in the 
proprietary fund statement of revenue, expenses, and changes in fund net assets.  Because 
the services provided by the Motor Pool Fund predominantly benefit governmental rather 
than business type functions, they have been included within governmental activities in 
the government-wide financial statements. 
 
The basic proprietary fund financial statements can be found on pages 24 through 26 of 
this report. 
 
Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of 
parties outside of the government.  Fiduciary funds are not reflected in the government-
wide financial statements because the resources of those funds are not available to 
support the City of St. Louis’s own programs.  The accounting for fiduciary funds is 
much like that used for proprietary funds. 
 
The basic fiduciary fund financial statements can be found on page 27 of this report. 
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Notes to financial statements.  The notes provide additional information that is essential 
to a full understanding of the data provided in the government-wide and fund financial 
statements.  The notes to the financial statements can be found on pages 28 through 47 of 
this report. 
 
Other information.  In addition to the basic financial statements and accompanying notes, 
this report provides certain required supplementary information concerning the City of 
St. Louis.  Required supplementary information can be found on pages 48 through 50 of 
this report. 
 
The combining statements referred to earlier in connection with non-major governmental 
funds and non-major enterprise funds are presented immediately following the required 
supplementary information.  Combining and individual fund statements and schedules 
can be found on pages 51 through 54 of this report. 
 
Government-wide Financial Analysis 
 
The following summaries provide a perspective of financial information of the City as a 
whole. 
 

Governmental Business-type
Activities Activities Total

2004 2004 2004
Assets:
Current and other assets $1,441,319 $3,974,590 $5,415,909
Capital assets 3,897,627 19,390,570 23,288,197
     Total assets 5,338,946 23,365,160 28,704,106

Long term liabilities outstanding 1,114,518 2,310,000 3,424,518
Other liabilities 355,759 349,247 705,006
     Total liabilities 1,470,277 2,659,247 4,129,524
Net assets:
Invested in capital assets, net of
related debt 2,887,023 17,080,570 19,967,593
Restricted 366,760 528,324 895,084
Unrestricted 614,886 3,097,019 3,711,905
     Total net assets $3,868,669 $20,705,913 $24,574,582

City of St. Louis Net Assets
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2004 2004 2004
Revenues:
Program Revenues:
     Charges for Services $302,178 $5,222,667 $5,524,845
     Operating Grants & Contributions 879,378 782,567 1,661,945
     Capital Grants & Contributions 2,681 2,681
General Revenues:
     Property Taxes 597,062 597,062
     State Aid 558,337 558,337
     Other 105,141 24,920 130,061
     Transfers 252,893 -228,570 24,323
          Total Revenues & Transfers 2,697,670 5,801,584 8,499,254

Expenses:
     General Government 544,193 544,193
     Public Safety 630,001 630,001
     Public Works 1,070,563 1,070,563
     Community & Economic Development 394,083 394,083
     Recreation & Culture 218,412 218,412
     Interest & Fiscal Charges 53,644 53,644
     Electric 2,660,829 2,660,829
     Water & Sewer 1,603,211 1,603,211
     Other Programs 1,287,207 1,287,207
          Total Expenses 2,910,896 5,551,247 8,462,143
Increase (decrease) in net assets (213,226) 250,337 37,111
Net Assets - July 1 4,081,895 20,455,576 24,537,471
Net Assets - June 30 3,868,669 20,705,913 24,574,582

City of St Louis
Change in Net Assets

Total
Governmental

Activities
Business-type

Activities

   
 
As noted earlier, net assets may serve over time as a useful indicator of a government’s 
financial position.  In the case of the City of St. Louis, assets exceed liabilities by 
$24,574,582 at the close of the fiscal year. 
 
By far the largest portion of the City of St. Louis’s net assets (81%) reflect its investment 
in capital assets (e.g., land, buildings, machinery and equipment) less any related debt 
used to acquire those assets that is still outstanding.  The City uses these capital assets to 
provide services to citizens; consequently, these assets are not available for future 
spending.  Although the City’s investment in capital assets is reported net of related debt, 
it should be noted that the resources needed to repay this debt must be provided from 
other sources, since the capital assets themselves cannot be used to liquidate their 
liabilities. 
 
An additional portion of the City’s net assets ($895,084) represents resources that are 
subject to external restrictions on how they may be used.  The remaining balance of 
unrestricted net assets ($3,711,905) may be used to meet the City’s ongoing obligations 
to citizens and creditors.  
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At the end of the fiscal year, the City of St. Louis is able to report positive balances in all 
three categories of net assets, both for the City as a whole, as well as for its separate 
governmental and business type activities.  The same situation held true for the prior 
fiscal year. 
 
The City’s net assets increased $37,111 during the current fiscal year.  Much of this 
increase can be attributed to the amounts paid for electricity purchased over revenue 
generated in Electric Utility charges. 
 
Governmental Activities 
 
Governmental activities net assets decreased by $213,226 during the current fiscal year.  
Much of this decrease is a result of completed capital projects during the year.  The 
City’s Parking Lot Improvements Project and Street Improvement Program during the 
fiscal year account for nearly all of the decrease in net assets.  
 
Business-type activities 
 
Business type activities increased the City’s net assets by $250,337 during the current 
fiscal year.  This is primarily due to addition of the new Gibson Substation primarily to 
serve the Prison and Industrial area of the City. 
 
Financial Analysis of the City’s Funds 
 
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements. 
 
Governmental funds.  The focus of the City’s governmental funds is to provide 
information on near-term inflows, outflows and balances of spendable resources.  Such 
information is useful in assessing the City’s financing requirements.  In particular, 
unreserved fund balance may serve as a useful measure of a government’s net resources 
available for spending at the end of the fiscal year. 
 
As of the end of the current fiscal year, the City’s governmental funds reported combined 
ending fund balances of $957,149.  A key element in the decrease of $213,226, as 
mentioned earlier, is the City’s Parking Lot Improvements Project and Street 
Improvement Program which accounted for nearly all of the decrease in net assets of the 
governmental funds. 
 
The General Fund is the chief operating fund of the City.  At the end of the current fiscal 
year, the unreserved fund balance of the General Fund was $447,865, while the total fund 
balance reached $459,632.  As a measure of the General Funds liquidity, it may be useful 
to compare both the unreserved fund balance and the total fund balance to total fund 
expenditures.  Unreserved fund balance represents 25 percent of the total general fund 
expenditures, while the total fund balance represents 25.7 percent of that same amount.  
 

13  



 Fund balance of the City’s General Fund increased by $99,276 during the current fiscal 
year.  Key factor in this growth are as follows: 

 
• Sale of a City owned house 
• Conservative spending. 

 
Fund balances in the Major and Local Street Funds decreased $18,861 and $65,539 
respectively during the current fiscal year.  The major reason for this decrease is the 
aggressive street reconstruction program undertaken by the City during the fiscal year.  
Portions of Michigan Avenue and Short Street were reconstructed.  In addition the City 
made local match to a County Road Commission project to reconstruct Madison Road.  
 
The fund balances of the debt service funds of the City decreased a total of $5,234 during 
the current fiscal year.  General Fund and other special revenue funds of the City transfer 
amounts necessary to pay current amounts due on bonded indebtedness.  Fund balances 
in the bond debt funds are adequate to service short term needs as they arise. 
 
A Parking Improvements Capital Projects Fund was established to account for funds 
dedicated to a major parking lot reconstruction project in the downtown at rear entrances 
to stores in the central business district.  The Parking Lot Improvement Fund shows a 
decrease in fund balance of $291,335 for the current fiscal year.  The project crossed 
fiscal year end June 30, 2003.  Timing of expenditures occurred during the current fiscal 
year causing the decrease. 
 
Proprietary Funds.  The City’s proprietary funds provide the same type information found 
in the government-wide financial statement, but in more detail. 
 
Unrestricted net assets of the Electric Utility Fund at the end of the year amounted to 
$1,810,016.  The total growth in net assets for the Electric Utility Fund was $464,302.  
The primary addition to assets during the current year was the Gibson Substation 
construction mentioned earlier in the discussion of business–type activities.  
 
Unrestricted net assets for the Water & Sewer system operations at the end of the year 
amounted to $752,177.  The total reduction in net assets for the Water & Sewer Utility 
Fund was $111,937.  The major issue resulting in reduction of net assets for the Water & 
Sewer Utility Fund is use of the assets without funding a portion of the depreciation for 
replacement. 
 
The reduction of net assets in the non-major proprietary funds of the Swimming Pool, 
Housing Commission and Solid Waste Funds of $102,028 is due primarily to a major 
apartment renovation project at the Housing Commission facilities. 
 
General Fund Budgetary Highlights 
 
Differences between the original budget and the final amended budget totaled $107,730 
and can be briefly summarized as follows: 
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• General Government – Unanticipated costs related to the City’s sesquicentennial 
celebration.  Costs related to change from contracted assessor to full time assessor 
position.  Additional unanticipated costs relating to interview and selection of a 
City Manager to fill a vacancy created by retirement.   

• Public Safety – Legal costs and back pay and benefits resulting from 
reinstatement of a police officer from arbitration case, as well as overtime costs 
while case was pending. 

• Capital outlay –  Last minute cost overruns related to the Parking Lot 
Construction Project and unanticipated project to acquire property under a loan 
from the Michigan Economic Development Authority – Urban Land Assembly 
Program. 

 
Capital Asset and Debt Administration 
 
Major capital asset events during the current fiscal year include the following: 
 

• Management has elected to utilize the transition option in the implementation of 
GASB Statement No. 34 and plans to capitalize the value of its network of streets 
in its June 30, 2005 financial statements. 

• Gateway Grant – the City of St. Louis received a $240,000 CDBG Gateway Grant 
from the MEDC to use towards a $750,000 upgrade of two downtown parking 
lots and one alleyway area.  Improvements made included new Victorian lighting, 
landscaping, resurfacing, tree plantings, etc.  Contracted construction costs totaled 
$525,350. 

• BRA Project – in cooperation with the County-wide Brownfield Redevelopment 
Authority, the City agreed to allow City tax capture to assist in paying back the 
developer of St. Louis Hydro-Spray Car Wash for his eligible environmental 
cleanup activities on the project.   

• Enhancement Grant for M-46 – MDOT granted the City of St. Louis $344,000 to 
enhance three blocks of M-46 in the downtown area.  Improvements included new 
sidewalks, Victorian lighting, stamped concrete, benches, flower beds, garbage 
cans, etc.  City purchased street lamps and was reimbursed by MDOT.  Local Mt. 
Pleasant TSC provided required 25% match and City provided labor for electrical 
work. 

• DDA Tree Replacement – all trees on North Mill Street were replaced by the St. 
Louis DDA at a cost of $7,000.  A DNR tree-planting grant was used for $3,000 
of this project. 

• MSHDA Rental Rehab – two new second story apartments were created at 222 
North Mill Street with the help of a MSHDA grant.  The building’s owner 
contributed 25% of the cost of the project up front as his match.  The City was not 
required to fund any portion of this project. 

• MSHDA HOME ADR – two single family homes were rehabilitated and prepared 
for resale with the help of a grant for $176,000.  The City was responsible for 
administering the grant, but no financial match was required. 

• Swimming Pool Project – This ongoing project will use a DNR LWCF grant of 
$90,000 towards the rebuilding of the W.T. Morris Memorial Swimming Pool.  
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Donations received towards this project from local community members totaled 
$70,000 as well.  City funds will be used to pay the balance of the project cost of 
$350,000. 

• Michigan Avenue Paving – reconstruction of this major street between State 
Street and Woodside Drive was completed.  This was an MDOT-funded project 
with a local match of approximately 19%.  Total project cost was approximately 
$415,000. 

• Madison Road Paving – the City of St. Louis contributed $30,250 toward this 
road reconstruction project with drainage improvements, as Madison Road serves 
as an entryway to the City as well as bordering the new Hidden Oaks Subdivision 
development.  This project included an entire mile of Madison Road. 

• Gibson Substation – construction of an additional electric substation was ongoing 
through the fiscal year.  This $1.165 million project was designed and constructed 
to serve three State Correctional Facilities and industrial customers with capacity 
for the future.  A $400,000 contribution came from the State of Michigan with the 
remainder paid from the City Electric Fund. 

 
Additional information on the City’s capital assets can be found in Note 4 on pages 37 
and 38 of this report. 
 
Fiscal year ending June 30, 2004 is the first year in which the City of Saint Louis has 
presented financial information in compliance with the Governmental Accounting 
Standards Board (GASB) Statement No. 34.  The City did not restate financial statements 
for fiscal year ending June 30, 2003; therefore, government-wide financial information 
and comparison between the two fiscal years end is not available. 
 
Long-Term Debt 
 
At the end of the current fiscal year, the City had a total bonded debt outstanding of 
$3,320,604.  Of this amount $553,295 is secured by the full faith and credit of the City, 
$20,000 is special assessment debt for which the City is liable in the event of default by 
the property owners subject to the assessment.  The remainder of the City’s debt 
represents bonds secured solely by specific revenue sources (i.e. revenue bonds or leases) 
or contracts secured by property. 
 
The City’s total debt decreased by $154,900 during the current fiscal year.  The key 
factors in this decrease were the City entering into a land contract for the purchase of 
property ($51,519) and annual installments on bonds of $206,419.  Additional 
information on the City’s long term debt can be found in Note 6 of the Notes to Financial 
Statements. 
 
Economic Factors and Next Year’s Budgets and Rates 
 

• The unemployment rate for the City at the fiscal year end was 6.5 percent, which 
is a decrease from 6.7 percent from the year prior.  This compares favorably with 
the State’s average unemployment rate of 6.8 percent; however, somewhat less 
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favorable to the National average of 5.8 percent for the same period ending.  As 
of this writing; however, although the National average unemployment rate has 
improved to 5.2 percent, both the State average (6.8%) and City (9.2%) have 
suffered worsening employment conditions. 

• The occupancy rate of the City’s central business district has remained steady at 
90% for the past three years. 

 
During the current fiscal year, the unreserved fund balance in the General Fund increased 
to $447,865.  The City has projected a balanced budget without necessity for 
appropriation of any of the fund balance during the upcoming fiscal year.  It is intended 
that the available fund balance will be sufficient to meet any unforeseen changes in the 
local economy from the time the budget was prepared through the 2004-05 fiscal year. 
 
Water, sewer and electric rates will be reviewed in detail during the 2004-05 fiscal year.  
A sewer system needs study has been undertaken and results are expected in mid fiscal 
year 2004-05.  Utility rates have not been adjusted since early 2002.  Both of these 
reports will provide for better management of the utility systems. 
 
Requests for Information 
 
This financial report is designed to provide a general overview of the City of Saint Louis 
finances for all those with an interest in the City’s finances.  Question concerning any of 
the information provided in this report or requests for additional financial information 
should be addressed to:  Nancy Roehrs, City Clerk, City of Saint Louis, 108 W. Saginaw 
Street, Saint Louis, Michigan 48880. 
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CITY OF ST. LOUIS 
 GRATIOT COUNTY, MICHIGAN 
 NOTES TO FINANCIAL STATEMENTS 
 June 30, 2004 

NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies of the City conform to accounting principles generally accepted in 
the United States of America (GAAP) as applicable to governmental units.  The following is 
a summary of the significant accounting policies used by the City: 

  
 A.  Reporting Entity 
 

Located in Gratiot County, Michigan, St. Louis was settled in 1853 along the banks of the 
Pine River, became a village in 1868, and was incorporated in 1891 as the City of St. Louis.  
Organized under Michigan’s Comprehensive Home Rule City Act, the City of St. Louis, is 
governed by a single ward, four member elected City Council and the Mayor.  The Mayor is 
elected by the City at large and the City Council selects the mayor Pro Tem.  The City 
Manager is appointed by the Council to administer the business of the City.  The City of St. 
Louis provides the following services to approximately 4,500 residents as authorized by its 
charter; public safety (police and fire), highways and streets, electric, water, sewer, 
sanitation, recreation, public improvements, zoning planning and general administrative 
services.   

   
The accompanying financial statements present the City and its component unit, an entity 
for which the government is considered to be financially accountable.  The discretely 
presented component unit is reported in a separate column in the government-wide financial 
statements to emphasize that it is legally separate from the government. 

 
Discretely Presented Component Unit 
 
The following component unit is reported within the “component unit” column in the 
combined financial statements.  The discretely presented component unit is an entity that is 
legally separate from the City, but for which the unit is financially accountable, or its 
relationship with the City is such that exclusion would cause the units financial statements to 
be misleading or incomplete. 

 
Downtown Development Authority–The Downtown Development Authority was created to 
correct and prevent deterioration in the downtown district, encourage historical preservation, 
and to promote economic growth within the downtown district.  The Authority is comprised 
of individuals from the management of the City as well as residents who are appointed by 
the City Council.  In addition, the Authority’s budget is approved by the City Council.  The 
Authority does not issue separate financial statements.  Detail information can be obtained 
by contacting the City Clerk. 
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 CITY OF ST. LOUIS 
 GRATIOT COUNTY, MICHIGAN 
 NOTES TO FINANCIAL STATEMENTS 
 June 30, 2004 
 

NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
   
 Blended Component Unit 
 

St. Louis Housing Commission - The Commission functions to provide subsidized housing 
to individuals of low and moderate income within the City.  The commission operates an 80 
unit housing project and administers a certificate program funded by the U.S. Department of 
Housing and Urban Development (HUD).  Commissioners are appointed by City Council.  
The Commission prepares separate financial statements for submission to HUD, which can 
be obtained by writing Ms. Kerry Marsh, Director; P.O. Box 117; St. Louis, MI 48880. 

 
 Joint Ventures 
   

Mid-Michigan Community Fire Board - The City is a member of the Mid-Michigan 
Community Fire Board (the “Fire Board”), which is a joint venture between the City of St. 
Louis and the Townships of Bethany, Pine River and Jasper.  The governing board is 
comprised of 5 members consisting of the Supervisor of each of the Townships, the City 
Manager and City Clerk. 

 
Each unit is responsible for funding its required local contribution to cover operational 
deficits based on a formula established by the Fire Board.  The City maintains the 
accounting records for the Mid-Michigan Community Fire Board.  Separate financial 
statements for the Fire Board can be obtained at the City of St. Louis administration office. 

 
Gratiot County Central Dispatch Authority - The City is a member of the Gratiot County 
Central Dispatch Authority, which is a joint venture between Gratiot County, the State of 
Michigan, the Cities of Alma, St. Louis, Ithaca, and Breckenridge.  The Authority provides 
central dispatch services for police and fire services in Gratiot County.  The governing board 
is comprised of 11 members.  Gratiot County appoints six board members consisting of the 
County Sheriff, a representative from the area townships, a representative from the area 
villages, one county citizen, and two county commissioners.  Each of the other units appoint 
one board member.  The Authority has responsibility for preparing the annual budget, which 
is approved by Gratiot County, and to carry out all activities of the Authority. 

 
The Authority receives funding from telephone surcharge fees and local contributions.  A 
formula has been established to allocate the local contributions.  The financial activities of 
the Gratiot County Central Dispatch Authority are reported in Gratiot County’s financial 
statements as a component unit. The City has no equity interest in the Authority.  Copies of 
Gratiot County’s financial statements can be obtained by writing to Ms. Mary Sullivan, 
Gratiot County Treasurer; P.O. Box 437; Ithaca, MI 48847. 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)  
 
Mid-Michigan Area Cable Communications Consortium - The City is a member of the Mid-
Michigan Area Cable Communications Consortium, which is a joint venture between nine 
mid-Michigan communities with cable franchised agreements granted to Charter 
Communications.  The nine communities include the Cities of Alma, Clare, Ithaca, Mt. 
Pleasant, and St. Louis, the Villages of Breckenridge and Shepherd, and the Townships of 
Pine River and Union.  The Consortium is responsible for developing and monitoring the 
enforcement of the cable ordinance, negotiating and monitoring of cable franchise 
agreements, and, to the extent permitted by federal law, regulate cable rates.  In the future, 
the consortium will be responsible for the operation of public education and governmental 
access channels.  Each community is permitted to appoint two members of the governing 
board.  The Consortium has responsibility for preparing the annual budget.  

 
A formula has been established to allocate the local contributions.  There were no local 
contributions during the fiscal year ended June 30, 2004.  The financial activities of the Mid-
Michigan Area Cable Communications Consortium are reported in the financial statements 
of the City of Mt. Pleasant.  The Consortium operates on a calender year.  There are no 
separate financial statements produced for the Consortium.  Copies of the City of Mt. 
Pleasant financial statements can be obtained by writing to the City of Mt. Pleasant; 401 N. 
Main; Mt. Pleasant, MI 48860. 

  
B.  Government-Wide and Fund Financial Statements 

 
The government-wide financial statements (i.e., the statement of net assets and the statement 
of activities) report information on all of the non-fiduciary activities of the government and 
its component unit.  For the most part, the effect of interfund activity has been removed 
from these statements.  Governmental activities, normally supported by taxes and 
intergovernmental revenues, are reported separately from business-type activities which rely 
to a significant extent on fees and charges for support.  Likewise, the primary government is 
reported separately from certain legally separate component units for which the primary 
government is financially accountable. 

 
The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segment are offset by program revenues.  Direct expenses are those that are 
clearly identifiable with a specific function or segment.  Program revenues include: (1) 
charges to customers or applicants who purchase, use, or directly benefit from goods, 
services, or privileges provided by a given function or segment; and (2) grants and 
contribution that are restricted to meeting the operational or capital requirements of a 
particular function or segment.  Taxes and other items not properly included among program 
revenues are reported instead as general revenue. 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Separate financial statements are provided for governmental funds, proprietary funds and 
fiduciary funds, even though the latter are excluded from the government-wide financial 
statements.  Major individual governmental funds and major individual enterprise funds are 
reported as separate columns in the fund financial statements. 

  
 C.  Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund and the 
fiduciary fund financial statements.  Revenue is recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows.  Property 
taxes are recognized as revenue in the year for which they are levied.  Grants and similar 
items are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Revenue is recognized as 
soon as it is both measurable and available.  Revenue is considered to be available if it is 
collected within the current period or soon enough thereafter to pay liabilities of the current 
period.  For this purpose, the government considers revenues to be available if they are 
collected within 60 days of the end of the current fiscal period.  Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting.  However, debt service 
expenditures, expenditures relating to compensated absences, and claims and judgements are 
recorded only when payment is due. 

 
Revenues are recognized in the accounting period in which they become susceptible to 
accrual–that is, when they become both measurable and available to finance expenditures of 
the fiscal period.  Revenue susceptible to accrual include property taxes, state revenue 
sharing and interest. 

 
The City property tax is levied each December 1st on the taxable valuation of property (as 
defined by State statutes) located in the City as of the preceding December 31st. 

 
The 2003 taxable valuation of the City totaled $16.2 million, on which ad valorem taxes 
levied consisted of 13.5916 mills for City operating purpose.  These amounts are recognized 
in the General Fund as property taxes and related fees. 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

The government reports the following major funds: 
 

The General Fund is the governments primary operating fund.  It accounts for all 
financial resources of the general government, except those required to be accounted for 
in another fund. 

    
The Major Street Fund accounts for the receipt and expenditures of State motor fuel 
taxes which are earmarked by law for major street and highway purposes. 

 
The Local Street Fund is used to account for the receipt and expenditure of State motor 
fuel taxes which are earmarked by law for local street and highway purposes. 

  
 The government reports the following major proprietary funds: 
 

The Electric Fund is used to record the revenues and expenses for the operation of an 
electricity utility system.  Capital assets are recorded within the fund and depreciation is 
charged. 

 
The Sewer and Water Fund is used to record the revenues and expenses for the 
operation of sewer and water systems.  Capital assets are recorded within the fund and 
depreciation is charged. 

 
 Additionally, the government reports the following fund types: 
 

The Motor Pool Fund is an internal service fund, which accounts for major machinery 
and equipment purchases and maintenance to provide services to other departments of 
the government on a cost reimbursement basis. 

 
The Current Tax Collection Fund is used to account for resources held by the City in a 
purely custodial capacity.  Money in this fund is from current tax and special 
assessment collections.  Timely distribution to the appropriate fund and local unit must 
be made in accordance with Section 43 of the General Property Tax Act. 

 
Private-sector standards of accounting issued prior to December 1, 1989, are generally 
followed in government-wide and proprietary fund financial statements to the extent that 
those standards do not conflict with the standards of the Governmental Accounting 
Standards Board.  The government has elected to also follow private-sector standards issued 
after November 30, 1989 for its business-type activities. 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)  
 
Amounts reported as program revenue include: (1) charges to customers or applicants for 
goods, services or privileges provided; (2) operating grants and contributions; and (3) capital 
grants and contributions, including special assessments.  Internally dedicated resources are 
reported as general revenue rather than as program revenue.  Likewise, general revenue 
includes all taxes. 

     
Proprietary funds distinguish operating revenue and expenses from nonoperating items.  
Operating revenue and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund’s principal ongoing operations.  The 
principal operating revenue of our proprietary funds relate to charges to customers for sales 
and services.  The sewer and water fund also recognizes the portion of tap fees intended to 
recover current costs as operating revenue.  The portion intended to recover the cost of the 
infrastructure is recognized as nonoperating revenue.  Operating expenses for proprietary 
funds include the cost of sales and services, administrative expenses, and depreciation on 
capital assets.  All revenue and expenses not meeting this definition are reported as 
nonoperating revenue and expenses. 

 
 D.  Assets, Liabilities, and Net Assets 
 

Bank Deposits and Investments–Cash and cash equivalents are considered to be cash on 
hand, demand deposits, and short-term investments with a maturity of three months or less 
when acquired.  Investments are stated at fair value. 

  
Receivables and Payables–In general , outstanding balances between funds are reported as 
“due to/from other funds”.  Activity between funds that is representative of 
lending/borrowing arrangements outstanding at the end of the fiscal year is referred to as 
“advances to/from other funds”.   

 
All trade and property tax receivables are shown net of allowance for uncollectible amounts.  
Property taxes are levied on each December 1st on the taxable valuation of property as of the 
preceding December 31st.  Taxes are considered delinquent on March 1st of the following 
year, at which time penalties and interest are assessed. 

 
Inventories and Prepaid Items–Inventories are valued at cost, on a first-in, first-out basis.  
Inventories of governmental funds are recorded as expenditures when consumed rather than 
when purchased.  Certain payments to vendors reflect cost applicable to future years and are 
recorded as prepaid items in the government-wide and fund statements. 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Restricted Assets–The revenue bonds of the enterprise funds require amounts to be set aside 
for construction, debt service principal and interest, operations and maintenance, and a bond 
reserve.  These amounts have been classified as restricted assets. 

 
Capital Assets–Capital assets, which include property, plant, equipment and infrastructure 
assets are reported in the applicable governmental or business-type activities column in the 
government-wide financial statements.  Capital assets are defined by the government as 
assets with an initial individual cost of more than $500 and an estimated useful life in excess 
of one year.  Such assets are recorded at historical cost or estimated historical cost if 
purchased or constructed.  Donated capital assets are recorded at estimated fair market value 
at the date of donation. 

 
Interest incurred, if any, during the construction of capital assets of business-type activities 
is included in the capitalized value of the assets constructed. 

  
Property, plant and equipment is depreciated using the straight-line method over the 
following useful lives: 

    
Buildings 
Building improvements 
Sewer and water systems 
Office equipment 
Computer equipment 

40 to 60 years 
15 to 30 years 
50 to 75 years 
5 to 10 years 
3 to 5 years 

 
Compensated Absences (Vacation and Sick Leave)–Sick leave is earned at the rate of 10 
hours per month, to be accumulated until a maximum of 500 hours is reached, and is kept to 
the employees credit.  If at the end of a fiscal year, an employee has accumulated sick leave 
greater than 500 hours, one-half of the accumulated sick leave in excess of 500 hours is paid 
to the employee and the remainder is lost.  Sick leave is not paid upon termination.  Upon 
retirement, employees hired before December 20, 1994, are entitled to be paid one half of 
any accumulated unused sick leave at the rate of pay prevailing at the time of such 
retirement.  This liability is measured using the vesting method as described in GASB 
Statement #16. 

 
Employees receive vacation time on July 1st based on prior years service.  A maximum of 
200 hours can be earned during the prior year.  Added to earned vacation time is a maximum 
of 40 hours carryover of any prior year unused vacation time.  Except for a 40 hour 
carryover, vacation time is to be used within the year received and is paid to employees 
upon termination. 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Long-Term Obligations–In the government-wide financial statements long-term debt and 
other long-term obligations are reported as liabilities in the applicable governmental 
activities.  Bond premiums and discounts, as well as issuance costs, are deferred and 
amortized over the life of the bonds using the effective interest method.  Bonds payable are 
reported net of the applicable bond premium or discount.  Bond issuance costs are reported 
as deferred charges and amortized over the term of the related debt.  In the fund financial 
statements, governmental fund types recognize bond premiums and discounts, as well as 
bond issuance costs during the current period.  The face amount of debt issued is reported as 
other financing sources.  Premiums received on debt issuances are reported as other 
financing sources while discounts are reported as other financing uses.  Issuance costs are 
reported as debt service expenditures. 

 
Fund Equity–In the fund financial statements, governmental funds report reservations of 
fund balance for amounts that are not available for appropriation or are legally restricted by 
outside parties for use for a specific purpose.  Designations, if any, of fund balance represent 
tentative management plans that are subject to change. 

    
NOTE 2.  STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 

Budgetary Information–Annual budgets are adopted on a basis consistent with generally 
accepted accounting principles for all governmental funds.  All annual appropriations lapse 
at fiscal year end.  The budget document presents information by fund, function, department 
or activity, and line items.  The legal level of budgetary control adopted by the governing 
body is the department or activity level for the General Fund and at the fund level for all 
other governmental fund types. 

 
Excess of Expenditures Over Appropriations in Budgeted Funds–During the year, the City 
incurred expenditures in certain budgeted funds which were in excess of the amounts 
appropriated, as follows: 

 
 
Budgeted Item 

Budget 
Appropriation 

Actual 
Expenditure 

General Fund–City Commission 
General Fund–Elections 
General Fund–Buildings and Grounds 
General Fund–All Other General Government 
General Fund–Community Planning 
General Fund–Capital Outlay, General 

    $       43,500 
3,100

169,790
15,575 
19,800 
29,375 

 $      48,078
3,345

184,848
15,940
20,301 
65,257 
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NOTE 3.  DEPOSITS AND INVESTMENTS  
  

Michigan Compiled Laws, Section 129.91, authorizes the City to make deposits and invest 
in the accounts of federally insured banks, credit unions, and savings and loan associations 
which have an office in Michigan.  The City is allowed to invest in bonds, securities and 
other direct obligations of the United States or any agency or instrumentality of the United 
States; United States government or federal agency obligations; repurchase agreements; 
bankers acceptances of Untied States banks’ commercial paper rated within the two highest 
classifications which mature not more than 270 days after the date of purchase; obligations 
of the State of Michigan or its political subdivisions which are rated as investment grade; 
and mutual funds composed of investment vehicles which are legal for direct investment by 
local units of government in Michigan. 

 
The City Council has designated three banks for the deposit of City funds.  The investment 
policy adopted by the council in accordance with Public Act 196 of 1997 has authorized 
investment in bonds and securities of the United States government and bank accounts and 
certificates of deposit, but not the remainder of State statutory as listed above. 

 
 The City’s deposits and investment policy are in accordance with statutory authority. 
 

At year-end, the City’s deposits and investments were reported in the basic financial 
statements in the following categories: 

   
Governmental 

Activities 

 
Business-Type 

Funds 

 
Fiduciary 

Funds 

 
Total Primary 
Government 

 
Component 

Unit 
Cash and Cash      

Equivalents 
 

$      847,499 $2,378,493 $  5,019 $ 3,231,011 $ 32,560 
Investments  176,424 161,940 - 338,364 - 
Restricted Assets  - 559,845 - 559,845 - 
Total  $   1,023,923 $ 3,100,278 $  5,019 $ 4,129,220 $ 32,560 
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NOTE 3.  DEPOSITS AND INVESTMENTS (Continued) 
 

The breakdown between deposits and investments is as follows: 
 

  Primary 
Government 

 Component 
Unit 

Bank Deposits (checking and 
   savings, certificate of deposit) 
Petty Cash and Cash on Hand 

  
$  3,918,063 

180 

 
$      32,560 

     - 

Total  $  3,918,243 $      32,560 

 
The bank balance of the primary government deposits is $3,716,430, of which $300,000 is 
covered by federal deposit insurance.  The component unit’s deposit had a bank balance of 
$32,560 all of which is covered by federal deposit insurance. 

 
NOTE 4.  CAPITAL ASSETS 
 
 Capital asset activity of the primary government for the current year was as follows: 
  

 
Governmental Activities 

 Beginning 
Balance 

  
Increases 

  
Decreases 

 Ending 
Balance 

Capital Assets Not Being Depreciated 
 Land 

  
$    2,376,732 

  
  $         -   

  
$        -   

  
$    2,376,732 

Capital Assets Being Depreciated 
  Buildings and Improvements 

  Equipment and Vehicles 

  
1,382,129 
2,075,850 

  
58,900 
50,290 

  
   - 
   - 

  
1,441,029 
2,126,140 

Subtotal  3,457,979  109,190    -  3,567,169 

Less Accumulated Depreciation for 
  Buildings and Improvements 

 Equipment and Vehicles 

  
369,922 

     1,603,147 

  
41,589 
31,617 

  
   - 
   - 

  
411,511 

1,634,763 

Subtotal  1,973,069  73,206    -  2,046,274 

Net Capital Assets Being Depreciated  1,484,910  35,985    -  1,520,895 

Governmental Activities Capital 
Assets–Net of Depreciation 

  
$     3,861,642 

  
$      35,985 

 
 

 
$        -   

  
$    3,897,627 
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NOTE 4.  CAPITAL ASSETS (Continued) 
  

 
Business-Type Activities 

 Beginning 
Balance 

  
Increases 

  
Decreases 

 Ending 
Balance 

Capital Assets Not Being Depreciated 
  Land 

 Construction in Progress 

  
$       167,704 

2,471,965 

  
  $         9,882 

463,181 

  
$         -   

1,233,279 

  
$        177,586 

1,701,867 

Capital Assets Being Depreciated 
  Buildings and Improvements 

  Equipment 
  Infrastructure 

  
5,024,288 

205,240 
20,760,046 

  
108,155 

18,433 
1,233,279 

  
   - 
   - 
   - 

  
5,132,443 

223,673 
21,993,325 

Subtotal  25,989,573  1,359,867     -  27,349,441 

Less Accumulated Depreciation for 
  Buildings and Improvements 

  Equipment 
  Infrastructure 

  
3,038,274 

136,671 
5,919,855 

  
198,167 

23,248 
525,513 

  
   - 

 3,404 
   - 

  
3,236,441 

156,515 
6,445,368 

Subtotal  9,094,800  746,928    3,404  9,838,324 

Net Capital Assets Being Depreciated  16,894,773  612,939    (3,404)  17,511,116 

Business-Type Activities Capital 
Assets–Net of Depreciation 

  
$   19,534,442 

  
$   1,086,003 

  
$  1,229,875 

  
$  19,390,570 

 
 Depreciation expense was charged to programs of the City as follows:  
   

Governmental Activities   
  General Government 
  Public Safety 
  Recreation and Culture 

  
$     48,491

12,541
12,174 

Total Governmental Activities  $     73,206 
 

Business-Type Activities   
  Electric 
  Sewer and Water 
  Other Programs 

  
$   161,306

407,316
178,306 

Total Business-Type Activities  $   746,928 
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NOTE 5.  INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS 
 

The composition of interfund balances is as follows: 
 

 
Fund 

 Interfund 
Receivable 

 
Fund 

 Interfund 
Payable 

 
General 

 
 $          1,000 Agency Funds $          3,201

Electric  2,201
    Total  $          3,201     Total $          3,201

 
 Interfund Transfers:  
 

 
Fund 

 Transfers
Out Fund

Transfers
In

 
General 

 
 $      145,278

 
General $      237,583

Major Street  45,718 Local Street 60,718
Electric  243,583 Cemetery 27,000
DDA  24,323 Library 19,000
  Debt Service 59,588
  Capital Project 40,000
  Swimming Pool 15,013
    Total  $      458,902     Total $     458,902

 
NOTE 6.  LONG-TERM DEBT 
 

The government issues bonds to provide for the acquisition and construction of major capital 
facilities.  General obligation bonds are direct obligations and pledge the full faith and credit 
of the government.  County contractual agreements and installment purchase agreements are 
also general obligations of the government.  Special assessment bonds provide for capital 
improvements that benefit specific properties, and will be repaid from amounts levied 
against those properties that directly benefitted from the construction.  In the event that a 
deficiency exists because of unpaid or delinquent special assessments at the time a debt 
service payment is due, the government is obligated to provide resources to cover the 
deficiency until other resources (such as tax sale proceeds or a re-assessment of the district) 
are received.  Revenue bonds involve a pledge of specific income derived from the acquired 
or constructed assets to pay debt service. 
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NOTE 6.  LONG-TERM DEBT (Continued) 
 
 Bond and contractual agreements can be summarized as follows: 
 
  Interest 

Rate 
 Principal 

Matures 
Beginning 
Balance 

Additions 
(Reductions)

Ending 
Balance 

 Due Within 
One Year 

Governmental Activities 
 General Obligation Bonds 
      $57,000 Bond Issue 
      $500,000 Bond Issue 
 Building Authority Bond 
 Special Assessment Bond 
 Urban Land Assembly Loan 
 Purchase Contract 
 Land Contract 

  
 

4.65 to 5.15% 
2.00 to 4.90% 
5.00 to 6.75% 
4.65 to 5.15% 

Zero 
5.25% 

6% 

 

 
 

2007 
2017 
2016 
2007 
2006 
2007 
2014 

$     25,000
500,000
330,000
25,000

106,200
69,304

-

$        (5,000)
(20,000)
(15,000)
(5,000)

(35,400)
(16,019)

51,519

$         20,000
480,000
315,000
20,000
70,800
53,285
51,519

$         5,000
25,000
20,000
5,000

35,400
17,100
5,000

     $1,055,504 $      (44,900) $ 1,010,604 $   112,150

Business-Type Activities 
 Revenue Bonds 
     $995,000 Sewer & Water 
     $850,000 Sewer & Water 
     $995,000 Electric 

  
 

4.60 to 6.80% 
5.00 to 5.40% 
3.20 to 5.10% 

 

 
 

2017 
2011 
2017 

$   800,000
650,000
970,000

$      (40,000)
      (50,000)
     (20,000)

$     760,000
   600,000

950,000

$      40,000
    55,000
   50,000

     $2,420,000 $    (110,000) $  2,310,000 $    110,000

Component Unit 
   DDA Revenue Loan 

  
6.7%   

2004 $     96,393 $      (96,393)   $            -      $          - 
 

Scheduled principal maturities of long-term debt for years subsequent to June 30, 2004 are 
as follows:

Year Ending 
June 30,

 Governmental 
Activities

 Business-Type 
Activities 

2005 
2006 
2007 
2008 
2009 

Thereafter 
 

$       112,500 
112,750 
125,535 
50,000 
50,000 

559,819 
 

$        145,000 
145,000 
145,000 
145,000 
145,000 

1,585,000 

Total  $    1,010,604  $     2,310,000 
 

Interest and fiscal charges for the year totaled $170,073, which included capitalized interest 
of $41,868. 
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NOTE 7.  SEGMENT INFORMATION 
 

The City issued revenue bonds to finance electric, water and sewer system improvements.  
Summary financial information for the sewer and water departments are presented below: 

 
 Condensed Statement of Net Assets: 
 

   
Electric 

 Sewer and 
Water 

Assets 
 Current Assets 
 Restricted Assets 
 Capital Assets 

 
$   1,872,609 

258,917 
5,003,145 

 
$       860,228 

314,016 
12,917,252 

Total Assets  7,134,671  14,091,496 

Liabilities 
 Current Liabilities 
 Noncurrent Liabilities 

 
106,931 
930,000 

 
218,322 

1,270,000 

Total Liabilities  1,036,931  1,488,322 

Net Assets 
 Invested in Capital Assets 
 Restricted 
 Unrestricted 

  
4,053,145 

234,579 
1,810,016 

  
11,557,252 

288,740 
757,182 

Total Net Assets  $    6,097,740  $  12,603,174 
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NOTE 7.  SEGMENT INFORMATION (Continued) 
 
 Condensed Statement of Revenue, Expenses, and Changes in Net Assets:   

   
Electric 

 Sewer and 
Water 

Operating Revenues 
Depreciation Expense 
Other Operating Expenses 

 $   3,234,151 
161,306 

2,499,523 

 $     1,463,516 
407,316 

1,121,334 

Operating Income (Loss)  573,322  (65,134) 

Nonoperating Revenue (Expense) 
 Investment Earnings 
 Interest Expense 
 Other Income 
 Transfers 

 
13,453 

-   
        - 

(243,583) 

 
8,696 

(74,561) 
19,062

-   

Change in Net Assets 
Beginning Net Assets 

 464,302 
5,633,438 

 (111,937) 
12,715,110 

Total Net Assets  $   6,097,740  $   12,603,173 

 
 Condensed Statement of Cash Flows:   

   
Electric 

 Sewer and 
Water 

Net Cash Provided by (Used in) 
  Operating Activities 
   Noncapital Financing Activities 
   Capital and Related Financing Activities 
   Investing Activities 

 
$      688,405 

(110,119) 
(281,220) 

13,453 

 
$     433,374

19,266 
(559,485) 

8,696 

Net Increase (Decrease) 
Beginning Cash and Cash Equivalents 

 310,519 
1,241,247 

 (98,149) 
922,615 

Ending Cash and Cash Equivalents  $   1,551,766  $      824,466 
   
 
 
 
 
 
 

42 



 CITY OF ST. LOUIS 
 GRATIOT COUNTY, MICHIGAN 
 NOTES TO FINANCIAL STATEMENTS 
 June 30, 2004 
 

NOTE 8.  RESTRICTED ASSETS 
 
 The balances of the restricted asset accounts in the enterprise funds are as follows: 
 

   
Electric 

 Sewer and 
Water 

Operating Activities 
   Improvement and Replacement Accounts 
   Customer Deposits 

  
$    234,579 

24,338 

  
$    288,740 

12,188 

Total Restricted Assets  $    258,917  $    300,928 
 
NOTE 9.  RISK MANAGEMENT 
 

The City is exposed to various risks of loss related to property loss, torts, errors and 
omissions and employee injuries (workers compensation), as well as medical benefits 
provided to employees.  The City manages risk through the purchase of commercial 
insurance. 

 
Liability, vehicle physical damage, and property and crime - The City is a member of the 
Michigan Municipal Liability and Property Pool, which is an association organized to 
purchase commercial insurance for protection against loss for Michigan cities, counties, 
townships and special service governments.  The City is insured up to the following limits: 
Liability - $5,000,000, vehicle physical damage - $5,000,000 and property and crime - 
$5,000,000, subject to deductibles of $1,000, $100 - $250 and $1,000, respectively.  The 
City is not subject to supplemental premium assessments by the association. 

 
Workers’ compensation - The City purchases coverage through the Michigan Municipal 
Workers’ Compensation Fund.  The Fund is authorized by State law to provide its members 
with coverage required by the Workers’ Disability Compensation Act.  Claims are subject to 
a maximum limit of $500,000 per occurrence. 

 
NOTE 10.  DEFERRED COMPENSATION PLAN 
  

The City offers its employees a deferred compensation plan created in accordance with the 
Internal Revenue Code, Section 457.  The assets of the plans were held in trust, (custodial 
account or annuity contract) as described in IRC Section 457 (g) for the exclusive benefit of 
the participants (employees) and their beneficiaries.   
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NOTE 10.  DEFERRED COMPENSATION PLAN (Continued) 
 
The custodian thereof for the exclusive benefit of the participants holds the custodial 
account for the beneficiaries of this Section 457 plan, and the assets may not be diverted to 
any other use.  The administrators are agents of the employer (City) for the purposes of 
providing direction to the custodian of the custodial account from time to time for the 
investment of the funds held in the account, transfer of assets to or from the account, and all 
other matters.  In accordance with the provisions of GASB Statement No. 32, plan balances 
and activities are not reflected in the City’s financial statements. 

  
A summary of changes in the plan’s investment account during the year ended June 30, 
2004, follows: 
 

Balance – July 1, 2003
Employee Contributions 
Distributions 
Earnings and Fee Credit 

$     191,475 
20,153 

(14,544) 
26,699 

Balance - June 30, 2004 $     223,783 
 
NOTE 11.  EMPLOYEES’ RETIREMENT PLAN 
 

The City of St. Louis has a defined benefit pension plan covering full-time employees hired 
before June 1, 1999.  Employees hired after this date are only eligible for the ICMA Defined 
Contribution Money Purchase Pension Plan implemented on June 1, 1999. 

 
Plan Description - The defined benefit plan is operated by the Municipal Employees 
Retirement System (MERS), which is an agent multiple-employer retirement system.  
MERS issues a publicly available financial report that includes financial statements and 
required supplemental information.  That report may be obtained by writing to: 

 
Municipal Employees Retirement System of Michigan 

447 Canal Road 
Lansing, Michigan 48917 

  
The pension plan provided pension benefits, deferred allowances, and death and disability 
benefits.  Benefits vest after 6 years of service.  Normal retirement is based on one of the 
following requirements: 

 
 1.  Age 60 with 10 or more years of credited service. 
 2.  Age 55 with 15 or more years of credited service. 
 3.  Age 55 with 25 or more years of credited service. 
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NOTE 11.  EMPLOYEES’ RETIREMENT PLAN (Continued) 
 
The retirement allowance is reduced  ½ of 1% for each complete month that the retirement 
date precedes the age at which full normal retirement benefits are available.  Pension 
provisions include allowances whereby an employee may terminate employment with the 
City after accumulating 6 years of service but before reaching the age of 60 (age 55 or 50 in 
certain cases).  If the employee does not withdraw his or her accumulated contributions, the 
employee is entitled to all pension benefits upon reaching retirement age as discussed above. 

 
Pension provisions include death and disability benefits.  A disabled employee is entitled to 
full benefits after acquiring 6 or more years of credited service.  A surviving spouse is 
entitled to receive 85% of the employee’s straight life allowance.  Children are entitled to 
50% of the straight life allowance. 

 
Funding Policy - MERS funding policy provides for periodic employer contributions at 
actuarially determined rates that, expressed as percentages of annual covered payroll, are 
designed to accumulate sufficient assets to pay benefits when due. 

 
Employees groups are required to make contributions to the system at the following rates of 
covered payroll: General Non-Union 4.88%; Police and Fire 0.53%; City Manager 2.00%; 
and Electric Union 0.53%. The City has responsibility for making actuarially determined 
contributions to the system. 

  
Annual Pension Costs - For year ended June 30, 2004, the City’s annual pension cost of 
$93,802 for the plan was equal to the actual contribution, which was greater than the 
required amount.  The pension benefit obligation was  determined as part of an actuarial 
valuation of the plan as of  December 31, 2002, using the entry age normal cost method.  
Significant actuarial assumptions used include: (a) an 8% investment rate of return; (b) 
projected salary increases of 4.5% per year plus a percentage based on an age-related scale 
to reflect merit, longevity and promotional salary increases. 

   
  
 
 
 
 
 
 
 
 
 
 
 
 

45 



 CITY OF ST. LOUIS 
 GRATIOT COUNTY, MICHIGAN 
 NOTES TO FINANCIAL STATEMENTS 
 June 30, 2004 
 

NOTE 11.  EMPLOYEES’ RETIREMENT PLAN (Continued) 
 

Three year trend information as of December 31, 2003 follows: 

  2003  2002  2001 

Annual Pension Cost 
Percentage of APC Contributed 
Net Pension Obligation 
Actuarial Accrued Liability 
Actuarial Value of Assets 
Unfunded (Overfunded) AAL 
Funded Percentage 
Covered Payroll 
UAAL as a Percentage of Covered 
Payroll 

 $       93,802
100%

0
5,456,339
4,885,175

571,164
90%

787,368
72.5% 

$       35,088 
100% 

0 
5,203,332 
4,750,822 

452,510 
91% 

764,824 
59.2% 

 $       40,167
100%

0
4,881,570
4,828,358

53,212
99%

840,752
6.3% 

   
In an effort to phase out the MERS defined benefit retirement plan described above, the City 
adopted a resolution to implement the ICMA Defined Contribution Money Purchase Plan 
for all employees of the City.  Three plans, electrical employees, police employees, and non-
union employees, were implemented beginning July 1, 1999, and are the only pension plans 
available to new employees after that date.  The City’s contribution ranges from 7% to  8% 
of each participants wages for the plan year contingent upon the participant electing to 
contribute 3% of earnings.  The participants’ contributions are immediately 100% vested 
and the City’s contributions are vested over a five year period.  Employer contributions for 
the plans were $35,696 for the year ended June 30, 2004. 

 
NOTE 12.  LEASE REVENUE 
 

The City leases a 1997 fire truck to the Mid-Michigan Community Fire Board.  The City 
obtained a loan during the year ended June 30, 1997 to finance the purchase of the fire truck.  
Obligations related to the loan are recorded in the General Long-term Debt Account Group.  
The lease is a capital lease that contains a bargain purchase option and therefore is not 
recorded in the City’s capital assets.  The following is a schedule of future minimum lease 
revenues under the capital lease, together with the net present value of the minimum lease 
revenues as of June 30, 2004: 
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NOTE 12.  LEASE REVENUE (Continued) 
 

Year Ending June 30,  

2005 
2006 
2007 

$     19,662  
19,662  
19,663  

Minimum lease revenues 
Less: Amount representing interest 

58,987  
(5,688) 

Present value of minimum lease revenues $     53,299  

 
In addition to the Mid-Michigan Community Fire Board lease, the St. Louis Building 
Authority, Library Fund, and General Fund have entered into an agreement in which the 
Library Fund makes lease rental payments to the General fund for the use of the library.  
The General fund in turn makes rental payments to the St. Louis Building Authority debt 
fund equal to the Building Authorities debt service on the bonds issued to construct the 
library. 

 
NOTE 13.  BUILDING INSPECTION 
 

The City does not maintain a separate fund for building inspection services.  Expenditures 
for these services are classified to a separate function throughout the year.  During the year 
ended June 30, 2004, the building permit and inspection function of the City produced 
revenues totaling $13,090 and incurred direct expenditures totaling $53,934. 

   
NOTE 14.  IMPLEMENTATION OF NEW ACCOUNTING STANDARD 
 

As of and for the year ended June 30, 2004, the City implemented GASB Statement Number 
34 - Basic Financial Statements - and Management’s Discussion and Analysis - for State 
and Local Governments.  The more significant changes required by the standard include a 
Management Discussion and Analysis; government-wide financial statements prepared 
using the economic resources measurement focus and the accrual basis of accounting; fund 
financial statements, consisting of a series of statements that focus on a governments’ major 
funds; and schedules to reconcile the fund financial statements to the government-wide 
financial statements.  

 
Management has elected to utilize the transition option in the implementation of GASB No. 
34 and plans to capitalize the value of its network of streets as an infrastructure asset in its 
June 30, 2005 financial statements. 
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CITY OF ST. LOUIS 
GRATIOT COUNTY, MICHIGAN 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
For The Year Ended June 30, 2004 

  
 
Federal Grantor 

 Federal CFDA 
Number 

 Federal 
Expenditures 

U.S. department of Housing and Urban Development 
  
  Public and Indian Housing 

  
 

14.850 

  
 

$         136,525 

  Section 8 Housing Choice Vouchers 
 
  Public Housing Capital Fund 
 
  MEDC’s Community Development Block Grant 
 
  Brownfield Pilot Grant 

 14.871 
 

14.872 
 

14.228 
 

66.811 

 576,349 
 

27,845 
 

138,207 
 

56,715 

Total Federal Awards    $      935,641 

 
 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies of the City conform to generally accepted accounting principles as applicable to state 
and local governmental units.  The following is a summary of the more significant policies relating to the 
aforementioned grant programs: 
 
1.  The Schedule of Expenditures of Federal Awards was prepared using the accrual basis of accounting. 
 
2.  Management has reported the expenditures in the Schedule of Expenditures of Federal Awards equal to 
those amount reported on HUD Form 52681 “Voucher for Payment of Annual contribution and Operating 
Statement - housing assistance payments program” submitted as of June 30, 2004. 
 
3.  The federal amount calculated on HUD Form 52723 “Calculation of Performance Funding System 
Operating Subsidy” is in agreement with the Schedule of Expenditures of Federal Awards. 
 
4.  The commission is a member of the Municipal Underwriters of Michigan, which is an association organized 
to purchase commercial insurance for protection against loss for Michigan cities, counties, townships and 
special service governments.  The commission is insured up to the following limits: Liability - $1,000,000, 
automotive - $1,000,000, property - $5,722,000, subject to deductibles of $0, $100, and $250, respectively.  
The commission is not subject to supplemental premium assessments by the association.  The total insurance 
expense during the current year was $13,382. 
 
5.  There were no loan guarantees outstanding at June 30, 2004. 
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CITY OF ST. LOUIS 

GRATIOT COUNTY, MICHIGAN 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the Year Ended June 30, 2004 
 

Section I - Summary of Auditor's Results 
 
Financial Statements 
 
Type of auditor's report issued: unqualified 
 
Internal control over financial reporting: 
 
•  Material weakness(es) identified?                                                             - yes                       X    - no 
 
•  Reportable condition(s) identified that are not 
   considered to be material weaknesses?                                                       - yes                      X    - no 
 
Noncompliance material to financial statements notes?                                - yes                       X   -  no 
 
FederalAwards 
  
Internal control over major programs: 
 
•  Material weakness(es) identified?                                                              - yes                       X    - no 
 
•  Reportable condition(s) identified that are not considered 
   to be material weakness(es)?                                                                       - yes                      X    - none 
 
Type of auditor's report issued on compliance for major programs: unqualified 
 
Any audit findings disclosed that are required to be reported 
in accordance with section 51 O(a) of Circular A-133?                                - yes                       X    - no 
 
Identification of major program(s): 
 
 CFDA Number(s) Name of Federal Program(s) or Cluster
 
 14.871 Section 8 Housing Choice Vouchers 
   
Dollar threshold used to distinguish between 
type A and type B programs: $500,000 
 
Auditee qualified as low-risk auditee?                                                    x    - yes                             - no 
 

Section II - Financial Statement Findings 
 
There were no findings or questioned costs for the year ended June 30, 2004. 
 

Section III - Federal Award Findings and Questioned Costs 
 
There were no findings or questioned costs for the year ended June 30, 2004. 
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CITY OF ST. LOUIS 

GRATIOT COUNTY, MICHIGAN 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

June 30, 2003 
 
 
There were no audit findings for the year ended June 30, 2003. 
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